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ABSTRACT 

Several  issues  are  highlighted  in  this  article  that  are 
generally  accepted  as  central  to  understanding  risk  in  buyer 
behavior  contexts.   These  issues  have  to  do  with  "perceived1' 
as  a  modifier  of  risk,  with  the  relationship  between  risk 
and  uncertainty,  and  with  how  to  measure  the  risk  construct. 
We  critique  these  issues  and  then  present  a  recommended 
definition  for  risk  along  with  suggestions  for  how  to 
measure  risk  directly  and  through  its  underlying  predictors. 
Empirical  results  from  preliminary  research  are  shown  to 
support  the  advocated  positions  in  this  article. 


INTRODUCTION 

Risk  has  been  studied  by  marketing  researchers  for 
twenty-five  years,  encouraged  by  Bauer's  1960  presidential 
address  to  the  American  Marketing  Association  (1960) .   Since 
then,  the  construct  has  been  employed  in  so  wide  a  variety 
of  contexts  by  marketing  researchers  that  it  has  been 
labelled  as  comprising  a  middle-range  theory  or  "middle- 
range  research  tradition"  (Robertson  and  Ward,  1973,  p. 21). 
Notwithstanding  this  success,  in  his  1981  presidential 
address  to  the  Association  for  Consumer  Reserach,  Olson 
(1981,  p. IX)  wondered  what  had  happened  to  some  constructs 
once  so  prominent  in  marketing;  perceived  risk  was  one  of 
the  constructs  he  cited. 

What  might  be  the  reasons  for  this  waning  of  interest? 
The   purpose  of  this  article  is  to  suggest  reasons  for  this 
by  highlighting  some  consistently  presented  understandings 
for  risk  and  then  either  taking  issue  with  or  clarifying 
these  apparent  "truths."   Three  of  them  are  as  follows: 

(1)  It  is  not  "risk"  that  consumers  deal  with  but 
"perceived  risk",  perceived  risk  being  some  smaller 
portion  of  total  risk; 

(2)  Risk  is  difficult  to  separate  from  uncertainty  and  is 
expeditiously  equated  with  that  concept; 

(3)  Comparisons  between  research  with  risk  are  difficult 
because  different  researchers  conceptualize  risk  uni- 
quely; the  concomitant  operationalizations  almost 
always  become  the  surrogate  definition  for  the 
construct. 


We  define  risk  as  one's  expectation  of  loss  associated 
with  an  exchange.   As  such,  in  buyer  behavior  contexts,  the 
more  certain  one  is  about  this  future  state,  the  more  risk 
is  thought  to  exist  for  the  individual.   Discussion  turns  to 
each  of  the  three  statements  beginning  with  the  idea  of  risk 
being  "perceived"  and  concluding  with  some  empirical 
findings  from  a  preliminary  study  designed  to  measure  risk 
in  the  manner  advocated  in  this  article. 

(1)  RISK... AND  "PERCEIVED"  RISK 

In  his  1960  speech  to  the  American  Marketing 
Association,  Bauer  (1960)  presented  the  idea  that  one  did 
not  deal  with  the  totality  of  risk,  but  only  that  portion  of 
the  total  that  was  "perceived."   That  remark,  inadvertently, 
paved  the  way  for  an  idea  of  two  constructs,  one  called 
"risk"  and  the  other  called  "perceived  risk."   One  can  use 
the  word  risk  in  a  discussion  and  invariably  the  question 
becomes,  "Do  you  mean  risk  or  do  you  mean  perceived  risk?" 
This  distinction  has  been  unnecessary  for  this  reason. 
During  information  processing,  concepts  are  not  only  dealt 
with  to  the  degree  perceived,  but  also  most  probably  only 
"exist"  to  this  degree,  as  well.   This  holds  true  not  only 
for  positive  valued  concepts  such  as  price,  beauty,  power, 
and  believability,  but  also  for  the  negatively  valued 
concept  of  risk.   Two  arguments  are  next  presented  to 
support  this  point.   One  focuses  on  the  dimensions  of  risk 


and  the  other  focuses  on  probabilities  being  "inferred" 
rather  than  "perceived." 

Dimensions  of  Risk 

Six  dimensions  for  risk  are  frequently  acknowledged  in 
the  risk  literature.   The  six  have  been  labelled  financial, 
time,  performance,  physical,  psychological,  and  social  risk 
(Jacoby  and  Kaplan  1972;  Roselius  1971;  Stem,  Lamm,  and 
McLaughlin  1977) .   For  the  sake  of  argument,  let  us  accept 
the  idea  of  a  perceived  risk  and  a  "real  world"  risk 
(objective  risk)  and  apply  these  distinctions  to  the  six 
dimensions  of  risk  beginning  with  social,  time,  and 
psychological  risk. 

Social,  Time,  Psychological  Risk.   Surely  there  should 
be  agreement  that  there  is  no  "objective"  social  risk  in  the 
sense  of  some  social  risk  that  exists  apart  from  that  which 
is  perceived.   It  would  hardly  seem  to  be  good  conceptuali- 
zing to  advance  some  "real  world"  aspect  for  social  risk. 
The  same  reasoning  would  seem  to  be  true  for  the  time 
dimension  of  risk.   Could  someone  conceive  of  an  "objective" 
time  risk?   Such  hardly  seems  possible.   Finally,  the  same 
thoughts  seem  to  hold  for  the  psychological  risk  dimension. 
As  with  social  risk,  it  would  not  seem  appropriate  to 
conceive  of  some  "real  world"  psychological  risk  that  exists 
beyond  that  which  would  be  perceived.   In  sum,  even  if  one 
wanted  to  believe  in  the  objective  and  perceived  risk 
dichotomy,  at  this  point  three  of  the  dimensions  of  risk 


would  not  seem  to  be  served  at  all  by  the  distinction.   That 
leaves  the  three  dimensions  of  financial  risk,  performance 
risk,  and  physical  risk  to  consider. 

Financial,  Performance,  Physical  Risk.   For  the 
financial  dimension  of  risk,  an  investment  deemed  "risky"  by 
a  consumer  is  deemed  so  only  to  the  extent  that  such  risk  is 
perceived.   This  is  not  the  same  view  of  risk  as  in  finance 
where  risk  is  not  a  psychological  construct  as  we  are 
dealing  with  for  consumers  but  is  a  mathematical  function  of 
the  firm's  debt  structure.   A  consumer  may  deem  an  item  is 
too  costly  in  contrast  with  the  opinion  of  an  "expert"  who 
claims  that  the  cost  really  is  justified.   Is  it  the  expert 
who  presents  the  "real  world",  objective  viewpoint?   The 
suggested  answer  to  this  question  is  "No."   Even  the  expert 
would  still  be  presenting  a  perceived  point-of-view.   No 
matter  how  "objective"  that  person  claims  to  have  been  at 
arriving  at  his  risk  assessment,  an  instant  later  his  or  her 
mind  could  change  given  new  information  that  would  alter  the 
risk  perception. 

For  performance  risk,  the  position  taken  is  that  there 
is  no  "real-world"  performance  risk  that  exists  apart  from 
that  which  is  perceived.   One  may  have  some  expectations  for 
how  long  an  item  will  perform  or  how  well  it  will  perform, 
but  it  is  the  "consumer-by-product"  interaction  that 
generates  the  risk,  i.e.,  the  potential  loss  or  dimunition 
of  investment.   Purchase  a  new  tire,  for  example,  and  ask 
the  salesperson  if  indeed  the  tire  will  last  40,000  miles. 


The  reply  is  invariably,  "That  all  depends  on  your  driving 
habits." 

Lastly,  the  physical  risk  dimension.   This  is  the  one 
dimension  for  risk  where  this  researcher  accepts  the 
possibility  of  an  "objective  risk"  and  a  "perceived  risk" 
for  this  reason.   For  physical  undertakings  that  may  impact 
health,  a  doctor  is  accepted  here  as  a  real-world  risk 
expert  and  the  individual  only  has  the  "perceived"  point-of- 
view.   Additionally,  for  items  ingested  or  items  tampered 
with,  the  real  world  versus  perceived  dichotomy  also  holds 
true.   If  the  product  has  been  vitiated,  poisoned  in  the 
case  of  ingested  items,  or  tampered  with  in  the  case  of 
other  products,  there-  would  indeed  exist  a  real-world  risk 
outside  of  that  which  is  perceived.   In  either  case,  the 
risk  beyond  that  which  is  perceived  could  be  determined  in  a 
"real  world"  sense  by  a  doctor  or  similar  expert.   But 
barring  these  instances,  even  physical  risk  does  not  exist 
apart  from  that  which  is  created  in  the  "consumer-by- 
product" interface. 

The  Idea  of  Perspective 

Throughout  the  treatment  of  risk  in  consumer  behavior, 
a  sensitivity  for  the  person's  psychological  environment  has 
not  been  evident.   What  usually  appears  is  an  attribution  of 
the  actor's  environment  as  the  observer  imagines  it  for 
himself.   If  the  consumer  adopts  a  new  product,  the  person 
is  viewed  as  an  innovator  and  a  risk-taker  (Rogers,  Everett 


M. ,  1962).   An  example  of  this  is  as  follows  (Popielarz 
1967,  p. 368) : 


...adoption  of  new  products  would  be  a  potentially 
high  risk  situation  because  the  new  product 
provides  unfamiliar  and  often  ambiguous  stimuli. 
The  consumer  may  be  troubled  by  such  questions 
as — can  he  trust  the  producer's  claims  about  the 
product?   Is  the  product  physically  safe?   Will 
the  price  come  down  after  the  product  has  been  on 
the  market  for  a  time?   What  will  salient 
reference  groups'  reactions  be  to  the  purchase? 
Will  the  model  presently  offerred  be  superceded  by 
a  more  advanced  one? 


The  innovator  may  never  have  inferred  risk  in  the 
purchase  of  a  new  product  but  the  marketing  literature 
invariably  labels  such  a  person  as  a  "risk-taker";  it  is  a 
label  the  observer  unconsciously  projects  for  himself  yet 
assigns  to  the  actor. 

There  must  be  room  for  an  understanding  about  risk  that 
more  carefully  views  things  from  the  consumer's  perspective. 
That  environment  is  not  as  attributed  by  an  observer  for 
himself;  it  is  the  world  purely  as  it  psychologically  exists 
for  the  individual  (Deshpande  1983) .   The  following  excerpt 
in  somewhat  dramatic  fashion  captures  this  important  point 
(Atkinson,  1964,  p. 77): 


The  psychological  environment  of  one  person 
does  not  always  correspond  to  the  geographic 
environment  as  it  might  be  described  by  a  dis- 
interested observer  who  has  made  careful 
measurements  of  all  its  physical  characteristics. 
Consider  an  example  made  famous  in  the  writings 
of  the  Gestalt  psychologist,  Kafka,  whose  treat- 
ment of  the  problem  of  perception  greatly  in- 
fluenced Lewin.   Late  at  night,  high  in  the 
Swiss  Alps,  a  lone  horseback  rider  hurries 
through  a  blizzard  which  is  becoming  more  severe 


at  every  moment.   The  horse  is  tired.   The  rider 
knows  that  the  storm  may  well  continue  to  rage 
through  the  night,  making  the  roads  impassable. 
Though  a  stranger  in  these  parts,  the  rider  has 
often  heard  stories  of  persons  who  were  stranded 
and  frozen  to  death  in  such  a  blizzard.   He  is 
dreadfully  concerned.   Suddenly,  far  ahead  in  the 
distance  he  sees  a  faint  speck  of  light — an  innl 
As  he  approaches  the  speck  of  light,  he  sees 
stretching  before  him  a  vast  snow-covered  plain 
and  the  safety  of  the  inn  across  the  plain. 
He  urges  his  horse  forward,  through  the  blizzard 
to  safety.   Finally  he  arrives  at  the  inn,  tired 
but  greatly  relieved.   As  he  approaches  the  door 
of  the  inn  he  is  met  by  the  innkeeper,  whose  face 
is  white  with  anxiety.   The  innkeeper  sits  down 
and  utters  a  gasp.   He  knows  the  rider  has 
just  ridden  across  the  great  lake  that  usually 
is  not  solidly  frozen  over.   He  knows  the  horse- 
back rider  is  lucky  not  to  have  broken  through 
the  thinly  frozen  ice  and  drowned.   Had  the  inn- 
keeper been  the  man  on  horseback,  he  certainly 
would  have  taken  a  very  circuitous  route  around 
the  treacherous  lake  and  not  directly  over  what 
to  the  visitor  had  "appeared"  an  open  plain  to 
safety. 

Were  we  to  attempt  to  make  sense  out  of  the 
horseback  rider's  behavior  in  terms  of  the  inn- 
keeper's knowledge  of  the  geography,  we  should 
conclude  that  he  is  mad,  or  at  best,  extremely 
foolhardy.   We  should  be  very  surprised  to  find 
him  a  cautious  and  prudent  man.   Only  when  he 
told  us  of  his  "misconception"  should  we  feel 
that  his  behavior  was,  indeed,  understandable. 


The  story  is  most  indicative  of  research  with  risk.   To 
imply  that  someone  is  a  "risk-taker"  is  to  imply  that  that 
person  sees  the  environment  as  the  one  making  the 
attribution;  it  is  to  imply  that  the  individual  knows  the 
great  lake  is  rarely  frozen  solid  but  even  so  decides  to 
gallop  across  it.   This  is  not  the  way  to  envision  an 
influence  for  risk.   The  more  appropriate  way  is  to  make  an 
attribution  of  risk  only  from  the  actor's  perspective. 
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Inference 

There  is  another  reason  why  "perceived"  is  not  an 
appropriate  modifier  for  risk.   Dimensionalize  risk,  as  most 
often  happens  in  consumer  research,  into  an  uncertainty 
component  and  a  consequences  one  and  consider  the  modifier, 
"perceived",  for  the  uncertainty  component.   Would  not  one 
"infer"  uncertainty  (a  probability)  rather  than  "perceive" 
it?   Second,  consider  the  modifier  for  the  consequences 
component.   While  it  may  be  correct  to  "perceive" 
consequences,  it  seems  far  safer  to  view  consequences  as 
also  being  inferred.   One  contemplates  a  purchase,  considers 
what  may  go  wrong,  and  makes  an  inference  about  this  future 
state.   In  sum,  "inferred"  seems  to  oe  the  appropriate 
modifier  for  the  components  of  risk  and,  therefore,  should 
also  be  the  appropriate  modifier  for  the  risk  construct 
itself.   But  we  are  suggesting  that  no  modifier  is 
necessary,  just  as  it  is  not  with  beauty  versus  perceived 
beauty,  power  versus  perceived  power,  and  so  on  for  numerous 
other  constructs. 

In  a  rare  instance  of  questionning  the  perceived 
modifier,  the  idea  of  "inferred"  versus  "perceived"  has  been 
supported  (Woods,  1981,  p. 294): 


The  findings  as  a  whole  certainly  support  the 
utilization  of  a  risk  concept  in  consumer  behavior 
theory  and  practice.   However,  the  choice  of  the 
term  "perceived  risk"  to  describe  the  assumptions 
that  people  make  about  risk  is  unfortunate. 
"Inferred"  risk  is  a  more  appropriate  term  since 
subjective  (guessed)  risk  is  inferential  and  not 
perceptual . 


Comment.   Those  who  subscribe  to  an  objective 
risk/perceived  risk  dichotomy  view  the  perceived  part  as  a 
subset  of  the  "larger"  objective  risk.   This  idea  distills 
out  of  the  notion  that  "one  does  not  have  to  deal  with  all 
of  risk  only  that  part  which  is  perceived."   This  is  not 
accurate  if  one  really  wants  to  take  the  consumer's  point- 
of-view.   Understanding  risk  as  a  subjectively  determined 
loss  expectation,  if  some  "objective  risk"  notion  were 
accepted,  one  would  have  to  consider  that  perceived  risk 
could  be  larger  than  objective  risk.   This  would  happen  if 
the  individual  had  a  risk  expectation  that  went  beyond  what 
"objectively"  could  happen.   The  thought  that  "one  does  not 
have  to  deal  with  the  totality  of  risk,  only  that  part  which 
is  perceived"  has  been  very  misleading. 

(2)  RISK  AND  UNCERTAINTY 

Even  though  a  distinction  between  "uncertainty"  and 
"risk"  has  been  drawn  in  terms  of  distribution  outcomes, 
risk  having  a  known  probability  distribution  of  outcomes 
with  uncertainty  associated  with  an  unknown  distribution  of 
outcomes,  invariably  marketers  have  allowed  the  two  concepts 
to  be  used  synonymously.   For  example,  "Dealing  with 
information  implies  the  handling  of  uncertainty ...  in  a  word, 
it  means  to  handle  'risk'"  (Nicosia,  1969,  p. 162).   The 
position  taken  here  is  that  risk  and  uncertainty  are  not  one 
in  the  same.   The  concepts  may  be  difficult  to  separate  in 
everyday  usage  but  they  must  be  for  research  requirements. 
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To  highlight  what  may  happen  when  the  concepts  are 
equated,  consider  research  that  investigated  the  influence 
of  risk  in  store  selection  for  audio  equipment  (Dash, 
Schiffman,  and  Berenson  1976) .   The  following  was  presented 
(P- 34): 


It  was  expected  that  those  shoppers  who  were 
attracted  to  a  specialty  store  would  perceive  that 
there  is  less  risk  involved  in  an  audio  equipment 
purchase  and  would  be  better  able  to  deal  with  the 
intensity  of  the  merchandise  assortment. 


This  argument  is  not  supported.   The  case  should  be 
made  for  stating  that  the  shoppers  perceived  (inferred)  more 
risk  in  the  purchase;  the  greater  concern  about  risk 
(defined  here,  to  repeat,  as  loss  expectation  associated 
with  an  exchange)  lead  the  shopper  to  the  specialty  store  in 
the  first  place.   However,  in  order  to  see  things  from  the 
perspective  of  the  researchers,  let  us  substitute 
"uncertainty"  for  "risk"  in  the  above  excerpt  and  interpret 
the  statement.   The  idea  becomes  this:  shopper (s)  attracted 
to  the  specialty  store  perceive  less  uncertainty  in  the 
audio  equipment  purchase.   One  must  surmise  what  the  authors 
mean  but  the  idea  is  probably  that  shoppers,  as  they  weigh 
the  advantages  and  disadvantages  about  where  to  shop,  would 
be  less  uncertain  that  the  product  bought  in  the  specialty 
store  would  work,  that  the  store  would  stand  behind  the 
product,  and  so  forth.   But  should  not  risk  and  uncertainty 
be  two  distinct  concepts  rather  than  one  concept  with  two 
terms  for  it?   The  answer  must  be  in  the  affirmative.   The 
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sensitivity  to  what  could  go  wrong  with  audio  equipment  and 
the  potential  loss  associated  with  the  purchase  of  such 
equipment  caused  those  most  serious  about  the  purchase, 
those  who  saw  more  risk  in  purchasing  from  just  anyplace,  to 
shop  at  a  specialty  store. 

Continuing  on  to  the  empirical  section  of  the  article, 
the  authors  commented  about  the  "interesting  pattern  of 
responses"  as  follows:  those  most  knowledgeable  about  the 
audio  equipment  generally  answered  the  uncertainty  question 
with  "very  certain"  that  their  product  choice  would  be 
satisfactory;  they  answered  the  consequences  question  with 
the  feeling  that  they  would  consider  an  error  in  product 
selection  to  be  "very  serious."   While  a  claim  may  be  made 
for  interesting  responses,  the  pattern  is  exactly  as  should 
be  hypothesized  when  risk  is  separated  from  uncertainty  and 
understood  in  loss  expectation  terms. 

Peter  and  Ryan's  understanding  for  risk  and  uncertainty 
is  shared  at  this  point  and  their  comments  reinforce  what  is 
strongly  believed  here  (1976,  p. 184): 


To  equate  perceived  risk  with  uncertainty ...  adds 
little  in  terms  of  meaning  specification. . . . 
Paradoxially  if  perceived  risk  were  equivalent  to 
the  concept  of  uncertainty,  then  if  a  consumer 
were  perfectly ...  certain  that  a  brand  is  totally 
unacceptable  for  purchase  there  would  be  no  un- 
certainty or  perceived  risk,  by  definition. 
However,  if  there  is  no  uncertainty  or  perceived 
risk  in  this  situation,  why  is  the  brand  "totally 
unacceptable? 
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(3.)  OPERATIONALIZATIONS  WITH  RISK 

During  the  development  of  his  theories,  Lewin  (1938) 
remarked,  "Unfortunately,  however,  the  emphasis  on  opera- 
tional definitions  seems  to  have  led  in  some  cases  to  a 
somewhat  dangerous  disregard  of  the  conceptual  side  of 
constructs."  He  continued  (p. 15): 


I  do  not  wish  to  be  understood  as  meaning  that  I 
would  like  to  see  a  slackening  of  this  effort 
toward  better  empirical  operational  definitions. 
However,  the  neglect  of  the  conceptual  side  of 
psychological  constructs  is  nearly  as  dangerous 
for  psychological  research  as  is  the  neglect  of 
the  empirical  side.   What  psychology  needs  is  an 
equal  emphasis  of  both. 


Marketing  needs  this  balanced  emphasis  as  well.   The 
definitional  one-sidedness  that  Lewin  warned  against  has 
noticeably  been  apparent  with  risk  research.   As  an  example 
of  this,  in  a  beneficial  literature  review  on  risk,  Ross 
(1975)  shared  this  frustration: 


In  some  cases  it  is  difficult  to  distinguish 
whether  uncertainty  or  consequences  is  being 
measured  (e.g.  "how  risky  is  the  purchase  of ") . 


One  should  note  the  special  concern  for  the  predictor 
side  of  the  risk  equation  (i.e.,  "whether  uncertainty  or 
consequences  is  being  measured") .   By  exhibiting  equal 
concern  for  both  predictor  and  criteria,  a  researcher  may 
conclude  that  the  question,  "How  risky  is  the  purchase 

of ",  is  aimed  at  the  criterion  (construct)  side  of  risk; 

it  is  one  aimed  at  a  direct  global  assessment  of  the  risk 
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construct.   Drawing  an  analogy  with  attitude  research,  the 
question  cited  by  Ross  resembles  a  global  attitude  question, 

"What  are  your  feelings  about  ".   No  researcher  would 

insist:  "It  is  unclear  by  this  question  whether  "beliefs" 
were  being  measured  or  "evaluations"  (attitude's 
predictors) .   The  global  question  would  simply  be  accepted 
as  a  direct  assessment  of  one's  overall  attitude. 

What  consistently  happens  with  definitional  issues  for 
risk  in  the  consumer  behavior  literature  is  the  construct 
takes  on  a  meaning  via  the  method  of  operationalization.   In 
these  numerous  instances,  if  risk  was  viewed  as  uncertainty 
and  consequences,  then  the  norm  was  to  treat  risk  as  being 
"defined"  as  uncertainty  and  consequences  (Zikmund  and 
Scott,  1974) ;  if  the  operationalization  was  consequences  and 
their  importance  (Schiffman  1972),  then  this  became  the 
definition  for  risk;  if  the  operationalization  called  for  an 
accounting  of  uncertainty,  then  risk  became  equivalent  to 
uncertainty  (Arndt  1974;  Locander  and  Hermann  1979). 
Bagozzi  (1979,  p.  24)  referred  to  this  method  of  giving 
meaning  to  a  theoretical  term  as  "the  doctrine  of 
operationalism  "  and  pointed  out  that  " . . .operationalism 
results  in  the  unwelcome  characteristic  that  the  entire 
meaning  of  a  theoretical  concept  is  assigned  to  its 
measurement. . . (page  25) . " 

Another  parallel  between  attitude  research  and  risk 
research  may  be  drawn.   The  functional  relationship  for 
attitudes  is  often  expressed  as  AQ  =  £  B^  •  a^.   Researchers 
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have  not  defined  attitude  through  its  beliefs  times 
evaluations  predictors  as  risk  so  often  became  "defined" 
through  its  predictors.   Attitude  was  defined  independently 
of  its  operationalization  as  a  predisposition  to  respond 
towards  a  stimulus  object  in  a  consistently  favorable  or 
unfavorable  manner  (Fishbein  and  Ajzen,  1975,  p. 6). 

Risk  must  be  similarly  developed  and  understood.   It  is 
not  sufficient  to  define  risk  as  "consequences  times  their 
respective  probabilities"  or  some  derivative  of  this  such  as 
"uncertainty  times  importance."   Risk  must  be  defined  and 
developed  as  a  construct  in  its  own  right,  and,  similar  to 
the  development  of  the  bases  for  an  attitude,  the  indicants 
of  the  risk  construct  must  be  defined  and  developed  as  well. 
To  complete  the  parallel  reasoning  with  attitudes,  if  one 
had  a  +2  overall  risk  score  on  a  -3  to  +3  bipolar  scale, 
similar  to  a  +2  overall  attitude  score  on  a   -3  to  +3 
unfavorable  to  favorable  scale,  then  one  should  be  able  to 
investigate  this  resultant  by  studying  the  underlying 
predictors  of  risk  be  they  uncertainty,  consequences, 
importance,  danger,  and  so  on. 

In  a  review  article  of  Cox's  volume  on  risk  (1967), 

Nicosia  (1969,  p.  165)  suggested  this: 

As  a  concept,  perceived  risk  must  be  defined  over 
some  initial  dimensions.   As  research  progresses, 
some  of  these  initial  dimensions  become  in 
themselves  concepts  to  be  defined  over  some  other 
dimensions,  and  so  on.   Thus,  one  can  see  the 
output  of  the  authors'  research  as  essentially  a 
cascade  of  concepts,  or  more  precisely,  a 
structure  of  subsets,  etc. . . . 
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Bettman  (1973,  p. 184, 187)  noted: 

Despite  the  concern  with  the  construct ...  little 
effort  has  been  devoted  to  measuring  risk  and 
building  a  formal  model  of  risk  and  its 
components  ....  Future  research  might  include 
multiple  methods  of  measuring  risk  and  the  other 
constructs  of  the  model  to  further  examine  issues 
of  reliability  and  validity. 


Finally,  Peter  (1979,  p. 15)  remarked  that,  "...there  are 
many  types  of  perceived  risk  (e.g.  financial,  social,  etc.) 
and  perhaps  a  multi-item  scale  is  needed  for  each  type." 

What  is  mandatory,  then,  are  (a) ,  criterion  measures 
for  the  risk  construct  and  also  (b) ,  multiple  measures  of 
each  of  risk's  predictors.   Considering  risk  as  loss 
expectation,  criterion  examples  of  questions  about  risk 
could  be  as  follows: 


(a)  "Overall,  I  would  be  concerned  about 

experiencing  a  loss  for  any  of  several 

reasons  if  I  bought for  myself  within  the 

next  year. 


(b)  "All  things  considered,  I  think  I  would  be 

making  a  mistake  if  I  bought for  myself 

within  the  next  year." 


The  time  frame  for  the  previous  two  questions  was 
arbitrarily  chosen  as  one  year.   Next  are  examples  of  the 
types  of  questions  that  could  be  asked  for  the  dimensions  of 
risk,  in  this  case,  examples  for  the  financial  risk 
dimension.   The  orientation  towards  loss  for  the  predictors 
and  the  one  year  time  dimension  is  the  same  as  that  for  the 
two  global  risk  questions  above. 
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(a)  "I  feel  that  the  purchase  of for  myself 

within  the  next  year  will  be  a  bad  way  to 
spend  my  money." 

(b)  "If  I  bought for  myself  within  the  next  year, 

I  would  be  concerned  that  the  financial 
investment  I  would  make  would  not  be  wise." 


Some  Preliminary  Empirical  Results 

Research  is  underway  to  add  empirical  support  to  the 
above  ascertions,  especially  towards  measuring  risk  in  loss 
expectation  terms  for  criterion  and  predictor  measures.   The 
data  in  the  following  table  are  based  on  40  college  seniors 
answering  questions  about  personal  computers;  the 
correlation  matrix,  however,  is  essentially  the  same  in 
direction  to  that  of  a  larger  study  underway  with  18  0  busi- 
ness executives  (Stone,  1985,  p. 122,  124). 

Selected  Product  Moment  Correlations 

Riskl   Risk2   Attitude   Intentions 

Riskl 

Risk2  -.10 

Attitude  -.58    -.28 

Intentions  -.59    -.10      .62 

Riskl  represents  the  view  of  risk  advocated  in  this 
article.   Riskl  criterion  measures  consisted  of  three 
questions  (coefficient  alpha  =  .7)  measured  on  a  7-point, 
strongly  agree/strongly  disagree  basis  so  that  greater 
agreement  with  the  question  represented  greater  loss 
expectation  and,  therefore,  greater  risk  for  the  individual. 
The  second  view  of  risk,  Risk2 ,  represented  the  more 
traditional  view  of  risk  as  "uncertainty  times 
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consequences."   Uncertainty  was  measured  on  a  7-point, 
probable/improbable  scale,  and  consequences  were  measured 
based  on  negatively  evaluated  beliefs.   Attitude  and 
intentions  were  measured  as  recommended  by  Ajzen  and 
Fishbein  (1980,  Appendix) . 

The  results  indicate,  first,  that  Riskl  and  Risk2  are 
not  mirror  images  and  correlate  negatively  at  -.10. 
Compared  with  other  constructs  such  as  attitude  and 
intentions  with  which  risk  should  show  strong,  negative 
relationships,  risk  measured  in  terms  of  loss  expectation 
(Riskl)  related  to  these  constructs  as  expected.   Risk  in 
terms  of  uncertainty  times  consequences  (Risk2)  shows  the 
expected  negative  relationships  with  these  constructs  but 
far  less  the  expected  magnitude.   For  the  larger  study  with 
18  0  executives,  Risk2  showed  a  -.04  and  a  -.03  first  order 
correlation  with  attitude  and  intentions,  respectively; 
Riskl  continued  to  evidence  the  expected  relationships  (-.49 
and  -.59,  respectively).   Further  research  is  underway  to 
expand  these  comparisons;  to  relate  the  predictors  of  risk 
and  the  risk  criterion;  and  to  employ  LISREL  so  that 
measurement  error  can  be  explicitly  considered. 

SUMMARY 

Risk  is  one  construct  studied  by  marketing  researchers 
that  has  been  operationalized  in  expectancy-value  manner. 
The  expectancy  component  is  treated  probabilistically  by 
most  and  usually  viewed  in  terms  of  uncertainty  (though 
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sometimes  measured  on  a  "certainty"  scale) ;  the  "value" 
component  is  risk's  Achilles'  Heel,  however.   It  is  not  only 
viewed  in  various  ways,  but  even  when  the  same  way  appears 
to  be  chosen  by  different  researchers,  these  researchers  use 
the  term  differently.   For  example,  "importance"  has  been 
chosen  for  risk's  value  component  and  then  associated  with 
the  "importance"  of  the  product  to  the  consumer  (Lutz  and 
Reilly,  1973,  p. 393);  other  researchers  employed 
"importance"  but  in  terms  of  the  seriousness  of  the 
consequences  to  the  consumer  (Zikmund  and  Scott  1974,  1977, 
p.  23).   The  former  view  for  importance  would  not  seem  to  be 
correct  as  choosing  importance  to  represent  the  "value" 
component  for  risk  should  represent  the  importance  of  the 
consequences  to  the  consumer,  not  the  importance  of  the 
product  to  him.   The  latter  use  of  measuring  "importance"  as 
an  operationalization  of  seriousness  is  questionable  as  it 
seems  to  equate  two  different  concepts,  i.e.,  "importance" 
and  "seriousness." 

As  these  remarks  indicate,  one  glaring  problem  with 
risk  research  has  to  do  with  understanding  and 
conceptualizing  the  "value"  component  for  risk,  i.e.,  the 
"consequences"  component  of  the  construct.   Should 
consequences  be  measured  in  terms  of  their  importance  to  the 
individual,  in  terms  of  the  dangers  the  consequences  pose  to 
someone,  in  terms  of  the  relevance  of  the  consequences  to 
the  individual,  or  in  terms  of  something  else  such  as  their 
seriousness?   Furthermore,  if  one  uses  a  two  component  view 
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for  the  predictors  of  risk,  should  the  two  components  be 
judged  as  independent  of  one  another,  as  suggested  in  the 
early  research  on  risk  by  Cunningham  (1967) ,  or  as  the 
implied  by  the  following  (Hughes,  1985,  p. 47): 


Bettman. .. obtained  correlations  ranging  from  -.29 
to  -. 70  ....  correlations  between  consequences  and 
...uncertainty  measures  ranged  from  -.25  to  -.27 
....These  findings  support  Bettman ' s  conclusion 
that  the  constructs  are  not  independent. 


The  position  taken  here  is  towards  less  cognitive 
stress  for  consumers  and  for  viewing  risk  in  loss 
expectation  terms  and  not  in  expectancy-value  fashion.   An 
important  remark  is  germane  to  this  discussion  (Sjoberg 
1980,  p. 302) : 


The  word  risk  is  well  known  to  be  rather  ambiguous 
and  many  more  or  less  specific  meanings  have  been 
attributed  to  it.   There  are  three  broad  classes 
of  meaning:  those  concerned  with  the  probability 
of  negative  events,  those  concerned  with  these 
negative  events  themselves,  measured  in  some 
suitable  way,  and  those  concerned  with  a  joint 
function  of  probability  and  consequences,  most 
often  their  product ....  Perceived  risk  is  seldom 
well  pictured  by  the  product  of  probability  and 
consequences  and  the  use  of  this  product  is  in- 
spired by  thinking  in  economics.   It  can  many 
times  be  quite  misleading. ...  It  is  unfortunate, 
therefore,  that  one  often  finds  it  to  be  suggested 
as  the  definition  of  risk. . . . 


We  believe  that  risk  can  once  again  become  of  greater 
interest  to  marketing  researchers  if  the  construct  is 
defined  and  measured  along  the  lines  suggested  in  this 
article.   Our  initial  research  with  this  conceptualization 
for  risk  is  encouraging. 
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